How to stimulate employment and the shift from agriculture to industry in developing countries, with their young, poor, and underemployed populations? A widespread view is the poor have high returns to investment but are credit constrained. If so, infusions of capital should expand occupational choice, self-employment, and earnings. Existing evidence from established entrepreneurs shows that grants lead to business growth on the intrinsic margin. Little of this evidence, however, speaks to the young and unemployed, and how to grow employment on the extensive margin-especially transitions from agriculture to cottage industry. We study a large, randomized, relatively unconditional cash transfer program in Uganda, one designed to stimulate such structural change. We follow thousands of young adults two and four years after receiving grants equal to annual incomes. Most start new skilled trades. Labor supply increases 17%. Earnings rise nearly 50%, especially women's. Patterns of treatment heterogeneity are consistent with credit constraints being relieved. These constraints appear less binding on men, as male controls catch up over time. Female controls do not, partly due to greater capital constraints. Finally, we go beyond economic returns and look for social externalities. Poor, unemployed men are commonly associated with social dislocation and unrest, and governments routinely justify employment programs on reducing such risks. Despite huge economic effects, we see little impact on cohesion, aggression, and collective action (Peaceful or violent). This challenges a body of theory and rationale for employment programs, but suggest the impacts on poverty and structural change alone justify public investment.
Gender Connection
Gender Informed Analysis Gender Outcomes Vocational knowledge or skills, labor force participation, productivity, participation or voice in community IE Design Clustered Randomized Control Trial (Clustered at group level) Intervention This paper is an extension of the findings in the mid-term report. The Youth Opportunity Program was introduced in 2006 as part of the Northern Ugandan Social Action Fund, a development program that provided government transfers to communities for infrastructure, income support and livestock for the ultra-poor. The YOP program aimed to increase the economic opportunity and reduce violence for youth in Northern Uganda. Young adults formed groups that applied for funds that would pay fees at a local technical institution or provide funds and materials for producing craft. Once a group was selected, money was simply transferred into a banking account and there was no additional supervision. The average transfer was $374 per member, but transfer size varied based on the size of the group. The central government audited the groups for eligibility, and provided the grant to 270 out of 535 groups.
Intervention Period 2008
Sample population
There were 535 eligible groups that applied for the fund. 265 gropus (5460 individuals) were selected to receive funds, the other 270 (5828 individuals) were the control group. Approximately 1/3 of the sample were females.
Comparison conditions
The comparison group applied for a grant but did not receive a transfer.
Unit of analysis Individual Level
Evaluation Period 2008-2013; midterm follow up is 2 years after intervention, endline is 4 years after intervention
Results
The treated youth invest most of the grant in skills and business assets. After four years, they are 65% more likely to practice a skilled trade, mainly small scale industry. They have significantly higher capital stocks and earn higher returns, income continues to grow over the four years. They are also more likely to keep good business practices. The increase in labor supply is almost completely concentrated in skilled trades. The gains are the largest amongst those with the fewest assets. Women earn higher returns than men compared to control (84% for women, 31% for men). Women in the control group were much less likely to catch up over time. Despite the economic impacts, there were no significant impacts on social cohesion variables.
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